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Foreword from the 
President 


The year 1967 saw progress in the affairs of 
British Newfoundland Corporation Limited and 
particularly in the affairs of its principal sub- 
sidiary Churchill Falls (Labrador) Corporation 
Limited. 


This year for the first time a separate report 
with financial statements for Churchill Falls 
(Labrador) Corporation Limited is being circulated 
to the shareholders. This is being done in view of 
the widespread public interest in the great hydro- 
electric power project in which that company is 
engaged. Consequently reference to the Churchill 
Falls project appears in this report in a condensed 
form, as it is covered in greater detail in the 
enclosed separate report. 


Through your Company’s subsidiaries, Chur- 
chill Falls (Labrador) Corporation Limited and 
British Newfoundland Exploration Limited 
(Brinex), the development, production and sale 
of hydro-electric power, and the exploration for 
and the development of mineral resources are 
being conducted. 


Exploration activities were expanded both on 
the mainland in Labrador and on the island of 
Newfoundland. The Whalesback Mine continued 
to operate at projected tonnage levels and enjoyed 
relatively high copper prices. Despite a lower 


grade of ore mined, the cash flow was adequate 
to finance the exploration activity of Brinex and 
repay the balance of the bank indebtedness which 
had been incurred to bring this property into 
production. 


During 1967, some reorganization in the 
management and structure of Brinco has taken 
place, largely as a result of increased activities 
on the Churchill Falls project, and as a ground- 
work for expanding the exploration activities of 
Brinex in the future, both on its own and in joint 
venture with others. 


In 1968 the increasing tempo of construction of 
the Churchill Falls project, coupled with the 
major financing required to see it to completion, 
promises a year of unprecedented activity and 
challenge in the affairs of the Company. 


The Executive Offices of your Company, 
together with those of its subsidiary and associated 
companies, have been moved to One Westmount 
Square, Montreal 6. 


DONALD GORDON 
PRESIDENT AND CHIEF EXECUTIVE OFFICER 


Montreal, February 14, 1968. 


Whalesback mine and mill 

in Newfoundland, 

a producer of copper 
concentrate since 1965, 
processed an average of 

941 tons per milling day in 1967. 


==. 


Report of the Directors to the Shareholders 


Churchill Falls (Labrador) Corporation Limited 

On July 17, the ground breaking ceremony, 
performed by Premier Joseph Smallwood of New- 
foundland, officially marked the commencement 
of construction of the Churchill Falls power 
development. Expenditures on the power de- 


velopment (the Project) during the year were 
$24,747,580. 


To finance construction expenditures incurred 
prior to the completion of overall financial 
arrangements for the Project, a public issue of 
common shares by Churchill Falls (Labrador) Cor- 
poration Limited, (Churchill Falls), was planned 
in the autumn. Due to market conditions at the 
time, this plan was not implemented, and instead 
the existing four shareholders, including your 
Company, purchased, pro rata to their respective 
interests in Churchill Falls, 2,500,000 shares of 
Churchill Falls at $15 per share, thereby making 
available $37.5 million to that Corporation. On 
October 31, the Province of Newfoundland pur- 
chased from your Company 304,311 common 
shares of Churchill Falls at $15 per share. As 
a result of this sale your Company’s holding in 
Churchill Falls was reduced from 68.3% to 
63.3%. This was in conformity with Newfound- 
land’s desire to increase its shareholding in 
Churchill Falls. 


As part of the equity financing operation, 
advances to Churchill Falls of $2 million made 
by its shareholders in December 1966 were 
converted into common shares of Churchill 
Falls at $15 per share. Of the purchase price of 
$15 for each of the new 2,500,000 shares issued 
by Churchill Falls, $1.50 was paid in cash and 
the balance remained payable at any time upon 
call by Churchill Falls. 


During the year under review, the minority 
shareholders in Churchill Falls made interest 


bearing advances to that company in an amount 
equal to the amount unpaid and uncalled on 
their partly paid shares and your Company made 
similar advances to Churchill Falls of $2,006,902. 
Your Company expects to make further advances 
to Churchill Falls in 1968 in anticipation of 
future calls on its holding of 1,705,175 partly 
paid shares. These anticipated future advances 
represent an aggregate commitment of $21 million. 
Interim bank borrowing to finance this commit- 
ment of your Company to Churchill Falls has 
been arranged. 

During 1967, the financing of the expansion, 
estimated to cost $11,700,000, of the hydro- 
electric plant of Twin Falls Power Corporation 
(Twin Falls) was completed. Of the cost, 25% is 
to be financed from the cash resources of Twin 
Falls and the balance to be provided from the 
sale of up to U.S.$10 million principal amount 
of Series B 614% first mortgage bonds arranged 
in the United States, of which U.S.$7 million 
principal amount were sold on December 15, 
1967. Twin Falls continued to provide, by way of 
rental payments, fees and dividends, the bulk of 
the revenue of Churchill Falls. 


British Newfoundland Exploration Limited (Brinex) 

Brinex’s net earnings for the year were 
$114,623 compared with $1,350,476 in 1966. 
The price of copper remained at a high level 
through 1967 and the reduction in profits was 
almost entirely due to a lower grade of ore mined 
at the Whalesback Mine. Cash flow was, how- 
ever, adequate to finance all exploration and 
capital requirements and to repay the balance 
of bank indebtedness which, at the commence- 
ment of the year, amounted to $550,000. After 
repayment of bank indebtedness, working capital 
was increased by $927,293. 


Exploration 


The rate of exploration expenditures has been | 
steadily increasing during the last four years and | 


in 1967 amounted to $852,000 including Joint 
Venture partners’ expenditures. This is indicative 
of the increasing work being concentrated in 
favorable areas as better knowledge of Brinex’s 
concessions becomes available. 


In Labrador, work continued to be concentrated 
largely in the coastal area of Makkovik on the 
eastern end of a mineral bearing belt which has 
now been established over some 200 miles west- 
wards along the Grenville Front. Covering part 
of this favorable belt towards the west, Brinex 
acquired, during the year, the Seal Lake mineral 
concession area of some 3,600 square miles where 
previous exploration by others had indicated 
copper mineralization and areas of radioactivity. 
At Makkovik, work continued in the two main 
areas under Joint Ventures — one with Cominco 
Limited and the other with West German interests 


Airborne geophysical 
surveys play an important 
part in Brinex’ 
exploration for mineral 
deposits. This Otter 
aircraft carries sensing 
equipment in wing pods. 


Copper trapped in foam rises to top of 
flotation cells in Whalesback mill. 


A geologist examines diamond drill cores from 
molybdenite prospect near Cape Makkovik, Labrador. 


A technician at geochemical laboratory at Springdale 
uses sophisticated instruments to determine 

within a few parts per billion the metal 

content of water, soil and rock samples. 


headed by Metallgesellschaft A.G. A substantial 
program of airborne geophysical surveys, with 
special emphasis on uranium search, was con- 
ducted in these general areas and exploration 
was reactivated on the Kitts uranium prospect 
where further diamond drilling will be done in 
1968. 


Legislation adopted by the House of Assembly 
in Newfoundland during the year authorized an 
amendment to the Company’s principal concession 
agreement with the Government of Newfound- 
land. This agreement, when executed, will have 
the effect of extending the term of the mineral 
concession by 10 years to 1985 and will also 
include therein an additional area of some 12,000 
square miles located in the Upper Churchill River 
watershed. 


Newfoundland 


12,778 feet of diamond drilling was conducted 
on Pilley’s Island. In the course of the drilling 
and as a result of summer prospecting, a new 
occurrence of zinc copper mineralization was 
discovered about 4,000 feet away from the old 
mine workings where most of the exploratory 
drilling had been concentrated to date. The 
widespread mineralization indicated gives en- 
couragement to continuing exploration in this area 
in 1968. In other areas, six copper prospects 
were examined and 25,000 feet of diamond 
drilling was done. 


Mining 

The Whalesback Mine plant recorded 339 
milling days during the year and _ processed 
658,285 tons of ore for an average of 1,941 
tons per milling day. Copper production totalled 
10,403,571 pounds contained in concentrates. 


The grade of ore treated averaged .85% copper. 
This low grade is the result of continued high 
waste dilution. It is apparent that because of the 
ground conditions at Whalesback, high waste 
dilution is to be anticipated using bulk mining 
methods but these methods are justified in view 
of the low mining and milling costs obtained. 
Steps are in hand to achieve a modest increase 
in ore production in 1968 for the purpose of 
increasing the rate of copper production and 
minimizing unit costs. 


Accounting and Financial 

In addition to the Consolidated Accounts of 
the Company for the year 1967, financial state- 
ments of Churchill Falls, Twin Falls and Brinex 
for the same period are included for the informa- 
tion of shareholders. 


In May 1967, the shareholders of the Com- 
pany approved an Arrangement, subsequently 
sanctioned by the Supreme Court of Newfound- 
land, which authorized the conversion of the 
Founders Shares, which carried 10 votes per 
share, into Common Shares on the basis of 21 
Common Shares for 20 Founders Shares. Con- 
sequently, the Common Shares presently constitute 
the only class of shares in the Company and each 
share carries the right to one vote. 

During the year, Wood Gundy Securities 
Limited was appointed a financial advisor to the 
Company. The financial advisors to the Com- 
pany now are: 


Morgan Stanley & Co., New York, U.S.A. 

Wood Gundy Securities Limited, Toronto, 
Canada 

N. M. Rothschild & Sons, London, England 

Pitfield, Mackay, Ross & Company Limited, 
Montreal, Canada 


The staffs of all companies in the Brinco 
group are to be congratulated on maintaining a 
steady record of achievement in what has been 
a very difficult year. A special note of commenda- 
tion is due all members of the staff of Churchill 
Falls who have borne a particularly heavy work 
load in all areas. 


Otol Le 


Chairman 


President 


Montreal, February 14, 1968. 


British Newfoundland Corporation Limited 


and Subsidiary Companies 


Consolidated Balance Sheet as at December 31, 1967 


Assets 


Current assets: 
Cash and short term deposits 


1967 


$ 2,121,449 


1966 


$72,689 3353 


Accounts receivable (including $199,456 from affiliate) ..........00.0.--.c.0000000--- 1,017,228 1,027,852 
Supp lestandeprepaldie xpensesn cn. kale een ee ees ees 385,476 403,773 
A OtCUrEOm .ASSe suet 9 nn ant ee ee ee eae ee SSA es 4,120,978 
SS Pecial SECU ADIs tak net Witt cater, la Oe iueui, Ween ath ie a tee ee 140,531 113,340 
Investment in shares of Twin Falls Power Corporation Limited, at cost (note 1) 2,500,000 2,500,000 
Land, buildings and equipment, at cost less accumulated depreciation (note 2) 3,072,089 3,622,732 
Churchill Falls power project, at cost less accumulated depreciation (note 2) 38,807,954 14,868,348 
Preproduction expenditures less amounts written off (note 2) ...............cccccen 1,856,908 DBIOKG22 
Exploration expenditures less amounts written off (note 2) .0.........cccceeeeeeeeeee 4,849,875 4,654,755 

Expenditures on mineral, timber and water power rights and concessions less 
GVSRVOUUNATES \WPRUANS 8) ONDE “(GaYOVNES O28) hen grees tb Ga conan sorextoae ohn sey oh saan aoa secaaecca ase acbecsbonns 437,983 437,947 
49,024,809 _ 25,934,404 
Organization and: fimancing EXPSMSes occ... ccds.ccaverectsseostiawers sarcnenoodevesaversseeeuapuntv lee 1,001,551 1001-551 
$56,191,044 $33,670,273 

Liabilities 


Current liabilities: 


ENCOUN ISDA AD LO May yeh tet Cth onedoatrmonetaun ee eet an ieee Seem el dak ACs $ 5,081,337 $ 1,008,009 
ES TUCO AT Were tree Me eee ech does voce a aos sea eg Lomeli apnea — 550,000 
PRECHUCCHITAD INES temtr Meaty atta iat ernie tecnica tet ceamoadie We. wits ulin Suet Re vmmmer cer Uan mt a Aen 431,304 83,428 
TRESS EEO es os hoe MO en i emer eperiny nner recta a oa cle ts Ute cheat cathe tect cere 60,000 208,609 
HOtalMCURTe Ia DL eS mmrn ana ec utiot ter. eae n erence een tens titra eee ano 5,572,641 1,850,046 
Minority shareholders’ interest in subsidiary: 
Wwovances bearing interest at 694%. Per GANMUIN (ii ins dicey. acta eeontene rn seroresey: 10,730,138 559,120 
ECL ULE aero Mec aN aE er ed, ethane tek oe ee TE ane eee reen oe seni 9,061,183 6,156,708 
19,791,321 6,715,828 
Shareholders’ equity: 
(Op yay bic teve) qt era) (auc pe ewer Gurgmra eet mech ey nM Se Hee bonita seem rn a eEN 22,955,950 22,902.50 
PR CUA MOTT TOS ag et ton este Penh acs ate anne rene et era Nrnee NS gles ated 2,245,213 1,906,595 
Capitals surplus: ‘arising son *CONSOMGAUON. {a uitnen veer are te we ios onan 33045,0 19) 261,854 
30,827,082 25,104,399 
Commitments and contingent liabilities (note 4) 
$56,191,044 $33,670,273 


The accompanying notes are an integral part of the above consolidated balance sheet and should be read in 


conjunction therewith. 


Approved on behalf of the Board: 


DONALD GORDON, Director. 


M. F. NICHOLSON, Director 


British Newfoundland Corporation Limited 
and Subsidiary Companies 


Consolidated Statement of Earnings and Retained Earnings for the Year Ended December 31, 1967 


1967 1966 
Sales’ of concentrates’ sch). cisccl pe hors esats wert es ewan ee are eres $4,202,004 $5,232,686 
Revenue from management services: 

Affiliated (company Gecicces cacy. 23. ce ceived hen Shane mia eet eae eee ee 241,974 75,000 
Otter 265 Ase ac Singer ema Re ee re 1,932 248,190 
Rental of rights and facilities from affiliated company ...............0 eee 641,000 641,000 
BPA pono 818 
Operating and, administrative expenses cee 2,509,847 2,556,602 

Bank. interest. ©... cac:schse! cok Ruane ae en a eee 22,294 — 
Newfoundland — rental 20s pe sys aoe ce, cesarean ae aT etre ee etc One ere een 48,398 34,464 
Depreciation” and amortization te mcenccses act wayne ce eee 2,451,977 2,312,810 
Operating profitifor theyear i, vcccim eins ei ee 54,394 . = 1,293,000 
Income, from: “investments Sc. See keer eee eee eee 23,162 ; 135,647 
Dividends frony affiliated:company cee rae tage ee 350,000 287,500 

Interest on advances capitalized by subsidiary company ..................:ccce 23,011 — 
450,567 1,716,147 

Current(income taxes s(motes 5:) ie ance eon eee ee een 1,251 — 
Net :earmings for the: year 5 since ei, eee cea ete eee 449,316 leg Osa, 
Amount attributable to: the minority: shareholders (2-2-.,00 ee 110,698 | 92,872 
Net earnings for the year attributable to the shareholders of the company ........ 338,618 G23 5275 
Retamned earnings at beginning of year were, cote ere 1,906,595 283,320 
Retained: earnings iat “end (GE year wey nase ee $ 2,245,213 $ 1,906,595 


The accompanying notes are an integral part of the above consolidated statement of earnings and retained earnings 
and should be read in conjunction therewith. 


British Newfoundland Corporation Limited 
and Subsidiary Companies 


Consolidated Statement of Source and Application of Funds for the Year Ended December 31, 1967 


Leal 
Source of funds: 
From current operations 
ING Cre ARMITICS omer he ott eva dick M cugog ore en AAR cee eter a ee Sere od ee $ 449,316 
Depreciation atid | amortization = Aeye ce ee ee 2,451,977 
2,901,293 
IssWee OheCapitalustOck manne hy. Mesa scatter ce tie ae eR ReMe nee ani, FUR San es — 
Disposal of part interest in Churchill Falls (Labrador) Corporation Limited 4,564,665 
Minority shareholders of Churchill Falls (Labrador) Corporation Limited 
ISSUE SOL Capitals StOCk: tmnt a. caticer eh ey Ar tae anny, Meean ances anes Lae nee 3,054,057 
PRGNATS COS WM et tec eS roar ce tiv Binoy aS amie tsar as teen | On Gone Rae ake 10,730,138 
Zls2s0 153 
Application of funds: 
Bahdapuildimescand Cquipmentys mets ayanc: meen ane n meem ern one en otioe peace 98,670 
(Chaywinelarilll TEMG feVON HIE JOWONEEU scinocosnspeenaaeasnadeasadorausndenocahasreeannddaniaanansdoosaceioonqosees 24,747,580 
EX PlOratiOnnexPeMCIUUTes. emir aarentinee wo qcraene ec eeates. cece ena apatite a pate 696,096 
Expenditures on mineral and water power rights and concessions, net ............ 36 
Speclalereriridab esta tac sr cccee ciel ee ticeesite oe eho earner. cee ee ie geet PED | 
25,969,573 
inereasen(cecrease) il, WOrkKING Capital orcs scr rene cates enccne seen teat gun Seems tate eaeans $( 4,319,420) 


1966 


$1,716,147 
222010 
4,028,957 


80,000 


5595120 
4,668,077 


481,845 
2,994,305 
484,974 
10,310 
113,340 


4,084,774 


$ 583,303 


The accompanying notes are an integral part of the above consolidated statement of source and application of funds 


and should be read in conjunction therewith. 


British Newfoundland Corporation Limited 
and Subsidiary Companies 


Notes to the Consolidated Financial Statements as at December 31, 1967 


(1) Principles of Consolidation: 


(i) 


(ii) 


The consolidated financial statements include the accounts of British Newfoundland Exploration Limited 
(“Brinex”) and its subsidiary company and Churchill Falls (Labrador) Corporation Limited (“Churchill 
Falls”) on the basis of current holdings. 1966 comparative figures have been adjusted to the same basis. 
Churchill Fallg holds voting control of Twin Falls Power Corporation Limited (“Twin Falls”), through 
its ownership of all the Class A shares which carry four votes per share but these shares represent only 
one-third of the shareholders’ interest in Twin Falls and therefore its assets and liabilities have not 
been included in the consolidated financial statements. 

Churchill Falls’ share of the net earnings of Twin Falls for 1967 amounted to $373,099 of which 
$350,000 has been included in the financial statements as dividends. 

Churchill Falls’ share of the retained earning of Twin Falls at December 31, 1967 was $208,640, which 
is not reflected in the accounts. 


(2) Capital Expenditures: 


(i) 


(i1) 


(iii) 


Churchill Falls power project. 
In 1966 certain expenditures were charged to the Churchill Falls power project whereas in previous 
years similar items were treated as expenses. However, an additional amount of depreciation was pro- 
vided so that the change in accounting treatment did not cause any change in earnings. In 1967 
Churchill Falls’ accounts were adjusted retroactively to put all years on the same basis as 1966. These 
retroactive adjustments did not affect retained earnings. The additional amount of depreciation pro- 
vided was $1,659,046. 

Brinex exploration expenditures. 

Brinex commenced the amortization of its exploration expenditures in 1966. However, amortization 
has now been established at 10% per annum of the unamortized balance with effect retroactively from 
January 1, 1966, reducing the amount written off in that year by $59,085. The 1966 comparative 
figures have been adjusted accordingly. 


Cost and accumulated depreciation and amortization 
Depreciation and 


3 Cost amortization Net 
Land, buildings and equipment ............0..0000...0000 $ 4,517,349 $ 1,445,260 $ 3,072,089 
Churchill Falls: power project. 3-.0 0 ee 42,231,079 3,423,125 38,807,954 
Preproduction expenditures (4......2.2.05 = ee ee 2,950,565 1,093,657 1,856,908 
Exploration.expenditures 2.0. 5,851,157 1,001,282 4,849,875 
Expenditures on mineral, timber and water power 
TSHTS¥and CONCESSIONS meereae eee eee ee 536,546 98,563 437,983 


(3) Capital Stock: 


(i) 


(ii) 


(iii) 


By Order of the Supreme Court of Newfoundland, the share capital of British Newfoundland Corpora- 
tion Limited (“Brinco”), was reduced as of June 28, 1967 by cancelling 12 issued and outstanding 
Founders Shares and the remaining 3,175,800 issued and outstanding Founders Shares were subdivided 
and changed into 3,334,590 Common Shares without nominal or par value on the basis of 21 Common 
Shares for each 20 Founders Shares. 

As at December 31, 1967: 

Common Shares without nominal or par value 


Shares Amount 
Authorized ................. 19,999,988 
Jssued i223. 12,118,631 $22,935,950 


At December 31, 1967, 225,000 Common Shares were reserved for the purpose of granting options 
to officers and employees and, at the same date, options granted in prior years on 5,000 Common 
Shares at $4 per share exercisable until August 24, 1970 had not been taken up. 


(4) Commitments and Contingent Liabilities: 


(i) 


Brinco has subscribed for 1,705,175 Common Shares in Churchill Falls at $15 per share of which $1.50 
was paid on allotment, the balance being uncalled at December 31, 1967 but being callable at any 
time thereafter. Brinco has reserved the right to advance the amounts uncalled from time to time to 
Churchill Falls at 634% per annum. To provide funds for these advances, Brinco has arranged a line 
of credit with a Canadian chartered bank for $21 million at 634% per annum against which it has 
pledged its shares in Brinex and Churchill Falls. 


ee ee 


10 


Gi) At December 31, 1967, Churchill Falls had entered into contracts related to the Churchill Falls power 
project of which the uncompleted portion amounted to $114 million currently estimated to be payable 
(subject to certain conditions) as follows: 


1968 $30 million 1971 $15 million 1974 $6 million 
1969 21 million 1972 13 million 1975 3 million 
1970 =19 million 1973 6 million 1976 81 million 


(ili) In 1953 the Government of Newfoundland and Brinco entered into an agreement (‘Principal Agree- 
ment”) whereby Brinco was granted options on extensive water power, mineral and woodland concessions 
within the Province of Newfoundland. 


Under the terms of the Principal Agreement, as amended, Brinco is obligated to pay to the Govern- 
ment of Newfoundland an annual rental equal to 8% of the consolidated net profits before income 
taxes (as defined) of Brinco and its subsidiares resulting from the operation of the concessions and 
rights granted by the Principal Agreement. This obligation of Brinco does not apply insofar as the 
consolidated profits of Churchill Falls are concerned. 


Under the terms of the Churchill Falls (Labrador) Corporation Limited (Lease) Act, 1961 and amend- 
ments thereto Churchill Falls has entered into a 99-year lease covering the water power potential of the 
Upper Churchill Watershed and is required to pay an annual rental of 8% of the consolidated net 
profits before income taxes (as defined) and an annual royalty of 50 cents per horsepower year generated 
(as defined). 


(iv) The liabilities of Churchill Falls and Brinex under their pension plans for past services are being paid 
by annual instalments over 23 years. The payments for past service in 1967 were $6,300. The total 
unfunded liability for past service is $94,800. 


(5) Income Taxes: 
Provision for income taxes reflects the application of accumulated tax losses and the exemption of the 
Whalesback mine of Brinex from tax until August 31, 1968. 


(6) Directors’ Remuneration: 
Remuneration paid to Directors of Brinco in 1967 by Brinco and its subsidiaries amounted to $78,167. 


(7) Comparative Figures: 
The 1966 comparative figures reflect retroactive adjustments to conform with the presentation in 1967. 
Adjustments additional to those detailed in notes 1 and 2 were not significant. 


Retained Capital Surplus arising 
earnings on consolidation 
Original MOG eee $1,836,466 $1,708,498 
Adjustments: 
Minority interest in Churchill Falls (28,685) (1,446,644) 
Brinex amortization ........................ 59,085 — 
Miscellaneous 2.07) ere ce 39,729 — 
Adiustcdi | OG Gime n eet eee $1,906,595 $ 261,854 


Auditors’ report to the Shareholders 

We have examined the consolidated balance sheet of British Newfoundland Corporation Limited and subsidiaries 
as at December 31, 1967 and the consolidated statements of earnings and retained earnings and source and applica- 
tion of funds for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the company and 
subsidiaries at December 31, 1967 and the results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year except for the change referred to in note 2 to the consolidated financial statements, 
with which we concur. 


Montreal, Que. PEAT, MARWICK, MITCHELL & CO. 
January 29, 1968 Chartered Accountants 


11 


ye 


British Newfoundland Exploration Limited 


and Subsidiary Company 


Consolidated Balance Sheet as at December 31, 1967 


Assets 


Current assets: 
Cash“and ‘short-term: deposits 5.5.2.2, tactonsd see ares moi ete eee ee 
Accounts’ receivable aisacasaica ieee esate en ee Ceer rens eecnes 
Supplies ‘and (prepaidiiexpenses wo. aiee cen reee nese ecce eh eee eee ay ee 


Total “ctitrent assets 525.0 cee rae eee ogee eee 
Special refundable ax 2775. 30555 se sicacsccgevesteash oiler eee erst Ra ee eer ee ee ee 


Land, buildings and equipment, at cost less accumulated depreciation (note 2) 
Preproduction expenditures less amounts written off (note 2) 0.0.00... 


Exploration expenditures less amounts written off (note 2) 0.0.0.0... fe eee 


Organization expenses Sia aceasta ctec otto esr rane ae nee ae ea 


Liabilities 

Current liabilities: 
Accounts payable tincluding 3324 toafliliate) a, ee eee 
Beara: FO ath: 20) saececctinv dts as vane at paca teats eee MONS cade een tins ry gS eee a 


axes, payables 572,73 tec giethecse a Ae Ge esate Nee Oe ee ee eee 
Totaltcurrentolia bilities Scat cxaccct sates ieee ae ee 


Shareholders’ equity: 
Capital stock: 
Authorized — 50,000 shares without nominal or par value 
Issued —~ 75,000 shares: fully= paidigs tage. acne es eee ee 


Retained» cari Os Cci.cccuaiewi ses tey ean Aeon ye ee 


1967 


$653,130 
492,491 
384,978 


15530;599 


117,203 


3,050,720 
1,856,908 


4,849,975 
9,757,603 


2,892 


$11,408,297 


$ 280,636 


54,609 
60,000 


395,245 


9,160,374 


5,000 


1,847,678 
1,852,678 
$11,408,297 


1966 


$ 167,370 
676,570 
400,885 


1,244,825 


87,889 


3,594,110 
2350;622 


4,654,855 
105993587 


2,892 


$11,935;193 


$ 294,971 
550,000 
5,867 
185,926 


1,036,764 


9,160,374 


5,000 


15739,090 
1,738,055 
$11,9355193 


The accompanying notes are an integral part of the above consolidated balance sheet and should be read in conjunc- 


tion therewith. 


Approved on behalf of the Board: 


M. F. NICHOLSON, Director 


C. T. MANNING, Director 


British Newfoundland Exploration Limited 
and Subsidiary Company 


Consolidated Statement of Earnings and Retained Earnings for the Year Ended December 31, 1967 


1967 1966 

Dal ese inc ON COMER LOS Ae eres. tans iu ola enue eR ae eC aay $ 4,202,004 $ 5,232,686 
Operate vandradmiistrative expenses 2.0000 ee eee 2,407,578 2,174,435 
Depreciation and amortization (ote 2) 06.0. ee 1,639,803 1,607,106 
EV EUIIY I) Sem AROS Wt ea Meo ond menses discrete ean, Blea ee RR re MPa eke OE ae 40,000 100,669 

4,087,381 3,882,210 
Operating profitand neticarnings forthe year %.020...220-a 114,623 1,350,476 
Retained earnings at beginning of year (note 6) 008i ees 1,733,055 382,519 
Retained ecarmines ab cud Ol Veal. vee jut coases aie re oe meen Ge eee ee $ 1,847,678 $ 1,733,055 


The accompanying notes are an integral part of the above consolidated statement of earnings and retained earnings 
and should be read in conjunction therewith. 


Consolidated Statement of Source and Application of Funds for the Year Ended December 31, 1967 


1967 1966 
Source of funds: 
From current operations: 
TUE] CSET S DAR) TEE 5-801) se Uae Pe erm aE re ba he ne 70ers $ 114,623 $ 1,350,476 
Depreciation andmamor ization + 4...<.4n0405 soe ene aya eee ee eee 1,639,803 1,607,106 
1,754,426 2901082 
Application of funds: 
Band spulcdings and equipment, Mel, ye, cio cawarcoterue eoey een re ttn eae noeueroen aes 101,723 476,151 
IEAPIOL AUIOML OS DST CMILES wee ee atce ctieee touche mmc nh ena mene Oakey en eacarmn neni: 696,096 484,974 
Special ererundale taxi oer, cet eter asic tysttost. ccucPauan cect aera dataioy eostanacene teas 29,314 87,889 
827,133 1,049,014 
Inerease ate WOT KTS UCAPICAl hfe. cs.t 2 gaya eres ona hs seek canine av ams oan snag steno aol vonage $ 927,293 1,908,568 


The accompanying notes are an integral part of the above consolidated statement of source and application of funds 
and should be read in conjunction therewith. 
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(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


British Newfoundland Exploration Limited 
and Subsidiary Company 


Notes to the Consolidated Financial Statements as at December 31, 1967 


Principles of Consolidation: 

The consolidated financial statements of British Newfoundland Exploration Limited (“Brinex”), include the 
assets and liabilities of Little Deer Corporation Limited (“Little Deer’), a wholly owned subsidiary incorpo- 
rated by letters patent July 19, 1966. Little Deer has had no earnings to date. 


Capital Expenditures: 

(i) Exploration expenditures — 
Brinex commenced the amortization of its exploration expenditures in 1966. However, amortization has 
now been established at 10% per annum of the unamortized balance with effect retroactively from 
January 1, 1966 thereby reducing the amount written off in 1966 by $59,085. The 1966 comparative 
figures have been adjusted accordingly. 


(ii) Cost and accumulated depreciation and amortization — 
Depreciation and 


Cost amortization Net 
Land, buildings and equipment ....................... $4,429,998 $1,379,278 $3,050,720 
Preproduction expenditures. 2,950,565 1,093,657 1,856,908 
HE Xploration expenditures. cae ee 5;851,257 1,001,282 4,849,975 


Income Taxes: 
No provision for income taxes has been made to date because the operation is exempt from tax as a new mine 
until August 31, 1968. 


Pension Liability: 
Brinex’s liability under its pension plan for past services is being paid by annual instalments over 23 years. 
The payment for past service in 1967 was $2,200. The total unfunded liability for past service is $33,200. 


Directors’ Remuneration: 
Remuneration paid to Directors in 1967 amounted to $53,650. 


Comparative figures: 

As a result of the change in the basis of amortization referred to in note 2(i) above and an additional pro- 
vision for mining taxes applicable to 1966 and 1965 of $13,119 net, the retained earnings at December 31, 
1966 have been increased by $45,966. 


Auditors’ report to the Shareholders 


We have examined the consolidated balance sheet of British Newfoundland Exploration Limited and subsidiary 


company as at December 31, 1967 and the consolidated statements of earnings and retained earnings and source and 
application of funds for the year then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company 


and subsidiary company at December 31, 1967 and the results of their operations and the source and application 
of their funds for the year then ended, in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Montreal, Que. PEAT, MARWICK, MITCHELL & CO. 
January 29, 1968. Chartered Accountants 
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